




























































































AUDIT-RELATED COMMUNICATIONS

To the Board of Education
Mason County Central School District

We have audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of Mason County Central School District (the "School
District") for the year ended June 30, 2008 and have issued our report thereon dated
September 19, 2008.  Professional standards require that we provide you with the following
information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards and OMB Circular A-
133

As stated in our engagement letter dated August 11, 2008, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, in conformity with
U.S. generally accepted accounting principles.  Our audit of the financial statements does not
relieve you or management of your responsibilities.

Our responsibility is to plan and perform the audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement.  

We are responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting
process.  However, we are not required to design procedures specifically to identify such
matters.

Compliance

As part of obtaining reasonable assurance about whether the School District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts.  However,
providing an opinion on compliance with those provisions was not an objective of our audit.
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Also, in accordance with OMB Circular A-133, we examined, on a test basis, evidence about the
School District's compliance with the types of compliance requirements described in the U.S.
Office of Management and Budget ("OMB") Circular A-133 Compliance Supplement applicable
to each of its major Federal programs for the purpose of expressing an opinion on the School
District’s compliance with those requirements.  While our audit provides a reasonable basis for
our opinion, it does not provide a legal determination on the School District's compliance with
those requirements.

Internal Controls

In planning and performing our audit, we considered the School District's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinions on the financial statements and not to provide assurance on the internal control over
financial reporting.  We also considered internal control over compliance with requirements that
could have a direct and material effect on a major Federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on internal control over compliance in accordance with OMB Circular A-133.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses.  However, as discussed below, we identified
certain deficiencies in internal control that we consider to be significant deficiencies or material
weaknesses.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis.  A significant deficiency is a control deficiency, or a
combination of control deficiencies, that adversely affects the School District's ability to initiate,
authorize, record, process or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the
School District's financial statements that is more than inconsequential will not be prevented or
detected by the School District's internal control.  

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the School District's internal control.

We consider the following deficiencies to be significant deficiencies in internal control:

Reporting Financial Data (Finding Number 2008-1)

The above definition of a significant deficiency includes any condition that adversely affects the
School District's ability to report financial data in accordance with GAAP.  As a matter of
convenience, the School District has always relied upon its auditors to prepare financial
statements and related notes and supplemental schedules for external reporting in accordance
with GAAP.  As a consequence, the School District has not developed the tools and resources
necessary to enable its employees to prepare reports in conformity with GAAP in the normal
course of performing their assigned functions.  The School District has committed the resources
necessary to meet its internal reporting needs.  In this regard, the School District is not unlike
many other schools of its size and nature. 
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Segregation of Duties (Finding Number 2008-2)

The size of the administrative staff precludes proper segregation of duties for optimal internal
control.  Ideally, the internal control system of the School District should segregate the
accounting responsibilities from employees who have access to physical assets such as cash,
investments and payroll from authorization and approval of transactions and account
reconciliations.  Although there is no indication of any significant errors or misappropriation of
assets, the Board must be aware of the lack of segregation of duties.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our letter about planning matters on August 22, 2008.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.  The
significant accounting policies used by Mason County Central School District are described in
Note A to the financial statements.  No new accounting policies were adopted and the
application of existing policies was not changed during 2008.  We noted no transactions entered
into by the School District during the year for which there is a lack of authoritative guidance or
consensus.  There are no significant transactions that have been recognized in the financial
statement in a different period than when the transaction occurred.
 
Accounting estimates are an integral part of the financial statements prepared by management
and are based on management's knowledge and experience about past and current events and
assumptions about future events.  Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected.  However, none of management's
estimates are considered to be particularly sensitive.

No Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management.  Management has corrected all such misstatements.  In addition, none of the
misstatement detected as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the financial statements taken as a whole.  
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No Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor's report.  We are pleased to
report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated September 19, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a "second opinion" on certain situations.  If a
consultation involves application of an accounting principle to the governmental unit's financial
statements or a determination of the type of auditor's opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts.  To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Mason County Central
School District's auditors.  However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.

General Comments and Considerations

Budget Fund Balance

State law mandates that school districts do not operate with a deficit budget.  State law does not,
however, mandate maintaining a healthy fund balance.  Maintaining a minimum fund balance is
only smart management of the school district's resources.  We believe a fund balance of
approximately 15% of the total annual operation expense of the school district's General Fund
budget is a good target fund balance.  The current fund balance is $262,924, approximately 2%
of the annual operating expenses.  Setting a target fund balance to maintain would provide
flexibility in dealing with unanticipated budget emergencies such as mid-year reductions in State
funding.  We recommend the School District discuss a target fund balance and adopt a Board
policy.  This will provide guidance and direction on an annual basis as each year's operating
budget is prepared and adopted.
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Headlee Rollback

Under Proposal A, school districts receive a foundation allowance multiplied by the number of
students.  The  foundation allowance is paid from two sources, property taxes and the State.  The
18 mills approved by voters in 1996 for non-homestead property is the portion determined to
come from property taxes.  When property is sold and re-valued at a level much higher than the
rate of inflation, it can cause the 18 mills to be rolled back.  This is the case with Mason County
Central School District.  This reduction approximated $130,000 in 2008.  The State does not pick
up this difference in reduction of mills.  To get the full per student operational dollars that the
State authorized under Proposal A, school districts may find it necessary to hold an override vote
to restore the full 18 mills.  Headlee rollback reduces the authorized millage rate, not the levied
rate.  So, school districts with high growth may find it necessary to hold an override vote
annually if only the 18 mills are requested.  Such school districts might find it appropriate to
request authorization of 20 to 21 mills.  Since State law prohibits school districts from levying
more than 18 mills, there is no downside to authorizing more than the needed 18 mills.  Then, if
a rollback occurs, it is applied to the 20 or 21 mills, not the 18 mills levied.  This would
eliminate the need to come back again and again to voters to ask for the same 18 mill levy. 

This information is intended solely for the use of the Board of Education and management of
Mason County Central School District and is not intended to be and should not be used by
anyone other than these specified parties.

We are pleased to serve as the School District's auditors.  If there are any questions about the
audited financial statements or the contents of this letter, we would welcome the opportunity to
discuss them at your convenience.

Dennis, Gartland & Niergarth
September 19, 2008




